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^ ^ Administrative Reforms Commission in 

their Report on ’’Finance, Accounts an I Audit", have 
made a number of recommendations for streamlining 
and improving Financial Administration in its various 
aspects. 'Baey have, however, yet to give their 
recommenlations on the Treasury System in India for 
the transaction of paym-jnts .and receipts of Govern- 
ment. 

At the instance of the Chairman of the 
Commission, Shri K. Hanumanthaiya, the Indian Institute 
of Public Administration undertook in December, 196? 
a study of the #/st6m of Payments and receipts at the 
treasuries. Ihe focus of the Study has been to investi- 
gate the difficulties encountered by a citizen in his 
aealing with the treasuries for receiving money due 
from Government or for depositing money in Government 
Account. The approach in the study has been to find 
out ways of relieving the citizen of the difficulties 
and inconveniences faced by him at the treasuries* 

In the process, a look, necessarily a hurried one, is 
also cast on the total picture of the Treasury 
System, 



iiii interim report of the fin lings of the 
ftuiy was sulmittei to the .4. R, C. in January 1968, 
for their use. I am glai to say that the study 
provokei a rethinking of the problem in the Commission, 
ihis was follows i by the constitution of a Task Force 
by the Commission for considering the problem afresh 
and making its recommendations on the subject. 

This is the final report of the Institute's 
study. Jr. M.J.K. Thavaraj and Shri K. L. Handa of the 
Financial *ilministratlon Unit of the Institute, who 
are responsible for conducting the study, have done 
some fresh thinking on the problem of government 
payments and receipts. They have made thirty-six 
case- studies for the purpose and have held extensive 
interviews with the officers and staff O’f the tre- 
asuries studied and those of the public involved in 
these cases. The suggestions for reforms in this 
sector of financial administration are embodied in 
this report. It is hoped that the study woulo be 
useful to those interested in reform in the field 
of fin.ancial administration and provoke them to 
reconsider the problem of treasury payments abd 
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receipts, from what may appear to be a somewhat 
unconventional angle. 


J. N. Khosla 
-director. 


New ielhi. 
November 25, 1969. 
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A Summary Of Ihe Study 

The scope of this study is confined to analysing 
the procedures and formalities a citizen has to go through 
from the time his claim for payment is admitted ty d 
government department to the point of his ultimately 
receiving the money. The study also deals with the pro- 
cedures for depositing money in Government Account. 

The objective of the study i ^ to investigate how these 
transactions of the Government with ttie public could be 
conducted with the least inconvenience to the citizen. 

The study is based on a tirvey of twelve tre- 
asuries at Delhi, New Delhi (2 treasuries), Gurgaon? 
Rohtak, Sonepat ( sub- treasury) , M'^emit, Ghaziabad (sub- 
treasury), Hyderabad, Ibrahimpatam ( sub- treasury) , ¥ikara- 
bad (sub- treasury) and Nalgonda where extensive interviews 
were held both with the officers and staff of the 
treasuries as well as with those of the public who had 
come to these treasuries to receive payments. Also, 
thirty- six cases were picked up at random at these tre- 
asuries for study. The case steadies have been summarised 
and included in the last section' of this report. 
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1 ^ 06 s of Payments 

The following are th " various types of payments 
transacted at th- treasuries: 


i) Refund of compensation in the event of 
acquisition of land, 

ii) Refund of compensation under Land 
Reforms Act, 

iii) Refund of earnest money, 
ivj Refund of Security Deposits, 
v) Refund of sales tax, property tax etc., 
vi) Refund of Licence fees, 
vil) Refund of examination fees, 

viii) Refund of stamps, 

ix) Deposit of rent by a tenant and the consequent 
claim by the landlord for refund, 

x) Refund of maintenance allowance, 
xl) Payments granted by a Court of Law to an 
injured parly out of the fine imposed on 
the offender, 

xii) Refund of the proceeds of auctioned property, 

xiii) Refund of Court fines, 

xiv) Payment of pensions, 

xv) Payment of scholarships, 

xvi) Grants-in-aid, 

xvii) Payment of interest on Security Bonds, 
xviii) Payment of Interest on Gold Bonds, 

xix) Payment of interest on Government Promissory 
Notes, 

xx) P^ayment of instalments of Zaminiari Bonds, 

xxi) Payments for services or supplies received by 
a Government department, 

xxii) Payment to Government servants — Pay bills, 
Travelling allowance bills, Contingent bills, 
advances from Provident Rind etc. 
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Payments at the ‘Treasury and 
Difficulties of the Citizen . 

Iha person who is to get money from Government 
is given a refund voucher or a cheque or a hill ly the 
department concerned. He presents this document at the 
treasury counter where he is given a metallic token or a 
receipt in lieu thereof and told to come later either on 
the same day or after a few days which may range up to 
seven days, to collect the payment order. On his second 
visit to the treasury on the appointed day, he presents the 
token or the receipt at the counter and is Opposed 
.;to get, hi 5 voucher or the ohecpe or the bill back from 
the treasury duly passed for payment. He has then to go 
to the fie serve Bank or the State Bank branch to get money 
against the payment order of the treasury. 

dihe payee, if he has an account with a bank, may 
collect his payment through his banker, in which case he 
endorses the refund voucher or the cheque or the bill in 
favour of his bank which goes through the various formal- 
ities and collects payment from the treasury, 

A citizen is put to a lot of inconveniences and 
botherations in this process of getting payment from the 
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treasury. First, he obtains a refund voucher or a che- 
que or a bill from the department after satisfying theh 
about his identity. Ibereafter, he has to travel some 
distance to present the same at the treasury counter for 
getting it passed for payment. Here, again he has to 
produce identification which is often a hard and expen- 
sive task for him to manage. Iha matter doss not end 
idiere and if there is some objection, even a flimsy one, 
raised on the bill the payee has to take it back to the 
department to get the same rectified. He keeps shuttling 
between the treasury and the department till all the 
objections raised are settled to the satisfaction of 
the treasury. After the bill has bean passed by the d 
treasury the payee has to go to the bank to collect the 
money. At the bank again he is required to produce 
identification which may not be from the same person as 
produced at the treasury, but from one known to the bank 
or having account witn oh e bank, Aj.so, in the case of 
any mistake in the voucher or the bill, the payee has to 
come back to the treasury to get the same corrected. His 
difficulties can be well Imagined if the distances from 
the departiient to the treasury and therefrom to the bank 
are considerablev 
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Ihe situati':n is still worse if the p,aym9nt is to 
be 0 btainel. f rom a sub- treasury. In such cases certain 
items are to be verifiei both at th^-' sub- treasury , generally 
situate! at Tphsil healquarters, an! the main treasury, 
generally situate! at the listrict healquarters, an! the 
payee may have to make frequent trips to botii the places, 
before he could obtain the payment order. 

In those cases where pa;nnents are collected through 
banks, there are quite often technical objections raised 
ty the treasury or the sub-treasury which result in ret- 
urning the Voucher or the cheque or the bill an i the 
consequent delay in payment and also expense to the payee 
in paying bank’s charges. 

Ihe Procedure 
for Receipts 

A citizen has to obtain a ch;^l an from the tre- 
asury, fill in the requisite columns and thereafter take 
it to the department for counter- signature and for their 
writing the entries relating to (1) th^ Head of Account 
and (3) the Accounts Officer against whom adjustable. 

Ihls chal an Is then taken to the bank for depositing 
money. Where the treasury and the department are situated 
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at different places, the citizen may get the chal an 
signed, from the Treasury Officer before depositing money 
in the hank* The citizen is put to a lot of botherations 
inasmuch as he has to go to a numbfjr of agencies before 
he can actually deposit money in Government ..iC count. 

. ■ Ihe Union Public Service Commission have, intro- 

duced an improved system for receipt of their fees from th;: 
candidates. The U.p,3. C, accept money only through crosse: 
postal orders which a candidate can obtain from his nearesi 
post office and send them along with his application, 
^hlssystem relieves the candidate of the botherations and 
inconveniences involved in depositing money through a 
chal an, 

The Various Systems 
Of Payments 

1, The department after admitting the claim of 
the in.3.ividual gives him a refund vouch '=r or a cheque 
or a bill for presenting ah the treasury for receiving his 
payment. The payee may either come to the treasury 
him selffor obtaining payment order on the voucher or the 
cheque or the bill, as the case may be, or endorse the 
same to his bank to collect pasmient on his behalf. This 
is the system which generally prevails in the case of 
most of the departments. 
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2. Ihe J-epartment after admitting the claims, 
prepares a bill, gets it passe 1 from the treasury, draws 
money and itself takes the responsibility of making 
disbursement to the claimants. Such a procedure is gen- 
er-ally followed by the departments in th- case of 
contingent bills. 

3. Ihe departmental officers enjoy .• ch-que 
drawing pov/ers and operate either under Letter of Credit 
or through some other arrangements. After the claimant's 
bill is passed and the payment sanctioned to him, the 
Drawing and Disbursing Officer issues a cheque In his 
favour, which can be encashed at the bank without going 
through th-' channel of the treasury. Ihis system obtains 
in the Central Public Works -department, the Admini strati v 
Reforms Commission, the All Iniia Radio, the Fores t^ ^ 
Department, the Union Public Service CommissiDn except 

in the case of refund of fees. These payments enter the 
treasury records after the encashment of the cheques and 
on intimation from the bank, 

4. There is another payment vfoich is 

being followed by the Union Public Service Commission in 
the cases of refund of fees. After the claim has been 
accepted and the refund sanctioned, the Commission office 
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itself fills in a money ori^^r form aliressed to the 
claimant anj sends it to the treasui?/ which after passing 
the Same remits th>' amount to the ptyee iir=ct hy transfer 
credit through the Post Office* 

5. Ihs accounting functions ar^ completely 
departrri-ntalisei .ani th- payments ara ma'is dir-'ct ty the 
Pay & Accounts Office ■ attached to the Department^ by 
issuing cheques or bank drafts on the Reserve Bank of India 
or the State Bank of India. Unler this system the payments 
made do not enter the treasury r ecords* This system has 
been introduced, since 1st April 1955 in the Departeients 
of Food, Rehabilitation and -Supply and, since 1st October 
1955 in the Rajya Satha and Lok Satha secretariats,. 

A number of reforms have been suggested to deal 
with the problems of payments. The first runs in terms 
of strengthening the treasury system, simplifying and 
str'-amlining its procedures and improving its manageffient ah 
supervision. Strengthening th‘> existing system would inv-l 
a substantial increase in the operating experisss on 
account of s (1) increasing the number of the treasury 
staff, (ii) upgrading a part of the strength, (iii) pro- 
viding facilities for their training, (iv) introducing 
better personnel policies and providing adequate avenues 
of promotion for the stafff (v) Improving the filing 
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and record keeping facilities, (vi) establishing a 
Directorate of Treasuries for the supervision and 
inspection of the treasuries, (vii) improving public 
conveniences etc. But Respite all this strengthening, 
the continued intervention of the treasury before a pay- 
ment is made to the citizen would not relieve him of his 
inconveniences and botherations inherent in the present 
system such as the number of trips a citizen has to make 
to the department, the sub- treasury or the district 
treasury or both, as the case may be, in order to recti- 
fy the objections raised. 41so, responsibility cannot 
be pinpointed in the event of delay or harassment of 
the citizen whsc two or three different organisations 
are involved in niaking a payment etc. 

Another reform suggested in the system of pay- 
ment is under v/hich the departmental officers enjoy 
cheque drawing powers and the departments are placed 
directly in account with the bank. This system of je. yments 
relieves the citizen of most of his inconveniences and 
■botherations in so far as it eliminates treasury inter- 
vention before a payment is made to him. The extension 
of this system to the various departments would, however, 
involve additional costs inasmuch as the departments 
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would need to have extra staff for the purpose without 

■any saving of manpower employed in treasuries and 

Accountants General' s offices* 

Ihe Proposed System of 
Direct Payments and Hecsiots 

-ifcftsr ccnsiisring the various proposals, it is 
conclude! that if a citizen is to bp r'-lleved of his 
botherations and inconveniences in the matter of receiving 
money from Government or depositing money in Government 
Account, it is necessary that one organisation alone is- 
made entirely responsible for making payments to or 
receiving payments from him. Under this system the 
payments and receipts are to be transacted by the department 
concerned which assumes full responsibility for the 
same. Once the claim of .an Individual is admitted by 
the department, the payment should be made to him by 
the disbursing officer straightaway. If it is a small 
amount, say upto Ite. 100/- or some other suitable figure, 
the payment should be made across the c^'unter and the 
departments may be provided with adequate imprest for the 
purpose. For ahiounts beyond this limit, th^- individual 
may be paid through cheques or bank drafts (crossed or 
Account payee). In case the individual concerned 
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does not want to come to the office to collect his 
payment, he shouli have the option to receive the same 
through money order at Government n*.^ 3 t if it is a small 
amount or through cheque or bank draft sent to him through 
registered post, if the amount involved is big enough. 

In those cases where the payee is not located within a 
reasonable distance from the bank, arrangements may 
be worked out for reaching payment • to him through the 
post office. Similarly, in th^: case of receipts the 
department should make arrangements to accept a deposit 
in the office itself if it is in cash and the amount 
involved is a small one, say Ps, 100/- (or some other 
suitable figure), or if the payment is made through 
postal .orders or a cheque or a bank draft. The depart- 
ment may fix time limit for the receipt of daily payments 
and may deposit its dally receipts in the tenk through 
its own arrangements witiiout making the citizen to run 
about. It should be only in exceptional cases, where it 
is not possible to receive payment in the office that 
a citizen is handed over fit chal an prepared by the 
department and he goes to deposit money in the bank. 
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Flnllngs of the Staiv 
and Our Views 

1. Ihe thirty- six cases studies at the tv;elve 
treasuries reveal that it would nr-'t be possible to per- 
ceptibly relieve th' citizen of his botherations and 
inconveniences if he continues to get his payment by 
having to appear at a number of agencies -- the depart- 
ment, the treasury (sometimes also the sub- treasury) and 
the bank. ■ 

2. Sven if it is decided that tdie citizen would not 
appear at gill the agencies anl the department or the 
treasury is made responsible for getting all the formal- 
ities completed before the citizen is called to receive 
his payment, this may perhaps look all right in theory, 
but as the practice has revealed, when a iocument for 
paym^^nt is de.alt within tw-o separate agencies, i.’e.' the 
department an 3 the treasuries,' there is tound to be a 
tossing of the same tween the two office# for various 
cla*^-ificatlons an3 settling of objections, and the 
consequent delay would push the citizen to frequent 
both the places to expedite matters.- 
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3. It has therefore been concluiel that if the 
citizen is to be relieve! of his botherations and incon- 
veniences, it would be the iepartraent concerned which 
should assume full responsibility for m.aking payments to 
him vathout the intervention of the treasury. All the 
form.alities of accounts necessary to be completed 
before making a paym'=nt would have to be gone through 
within the department itself. In such a case, when 
there is only one organisation involved before a payment 
is made to the citizen, procedures and work methods 

can be streamlined to ensure prompt payments and to fix 
responsibility in the event of delay or any harassment 
of the citizen. Whatever checks are necessary to 
ensure regularity and propriety of payments can te 
arranged through internal auditors functioning within 
the departments. Similarly, accounting of receipts can 
also be made the responsibility of the department 
concerned. 

4. This departmentalisation of payments and 
receipts function would make the institution of trea- 
suries redundant. Ihe remaining functions of the trea- 
suries can be safely transferred to some existing agencies 
and the treasuries as such may be abolished. 
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5. our present accounting structure ani organisation 
may have tf-:' be change! to fit into the nesis of the 
reorganised system. This nay lead to separation of 
Accounts from Audit and utilizing the tailk of trained 
manpov/er from treasuries and accounts offices for stren- 
gthening the accounting organisations of the departments. 

6. We may also view the system of direct payments 
and receipts from a broader perspective of the needs 
of development administration, where accounting infor- 
mation should subserve the management in accomplishing 
its programme objectives. The departmentalisation of 
accounts would result in an additional advantage of 
ensuring speed in the collecti'-:n of accounts data and 
compilation of departmental accounts to make for 
prompt availability t-' the management of the accounting 
information so very much needed in its successful 
functioning. 

7. Such a reformed system in which departments 

are assisted by expert and competent accounting organi- 
sations would .also suit the pre-requisites for introducing 
performance budgeting in the departments. 

8. There is a lot of avpidabLe duplication in the 
accounts work being done in the departments, in the 



treasuries aJia in the **ccountant General's office. 

Ihe lepartr ntalisati-n of payments ani receipt function 
and the internalisation of accounts wouli remove sudi 
a duplication of v/ork. 

9. Ihe financial implications of the suggests! mea- 
sures can be empirically v^riil=-!. lut. vjith a bulk of 
trained accounting personnel becoming availoible on the 
abolition of the treasuries ami on the sspuration of 
Accounts fr^'-m Audit, ^lo c:an bo with advantage transferre! 
to the departments, it may not result in thoit increase in 
the total cost as is generally made out. 

10. If possible and cfeslrabLe, mechanisation an! com- 
puterisation may be intro auce! in the major departments , 
which w 'ul! result in a net saving of personnel an! cost. 

11. The non-banking treasuries and sub- treasuries may 
continue transacting cash tusiness for the various dis- 
bursing officers stationed in thsir areas till such time as 
the State Bank of India is in a position to extend its 
branches to such places. But these non- banking treasuries 
and sub- treasuries may not be- required t^ prepare the 
initial accounts, which should become th‘= responsibility 

of the departmental officers. 
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12, It w-ulJ be an ■uneconomical ana costly propo- 
sition to have only non- banking treasuries ani sub- 
treasuries in the country for the money oayments ani 
receipts of Gc-vernm-nt to be hanalsi at the treasury 
itself without the citizen having to go to another 
office, namely the ba.nk, for the purpose of collecting 
or depositing cash. 
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SBC HOE II 
IHB STUDY 

This study attempts to review some of the 
procedures at the treasury in its transactions with the 
public. In particular, it focuses attention on the 
difficulties a citiz-n faces in getting payments due 
to him from Government and in depositing money with the 
Government. Our objective is to investigate how these 
transactions of the Government with the public could be 
conducted with the least inconvenience to the citizen. 

The scope of the study is confined to analysing 
the procedures and formalities a citizen has to go through 
from the time his claim for payment is admitted by a 
Government department to the point of his ultimately 
receiving the money. The study also deals with the pro- 
cedures for depositing money in Government Account. This 
study is based on a survey of the following twelve 
treasuries, where thirty- six cases were picked up at 
random and thoroughly studied and also extensive inter- 
views were held with the officers and staff of the 
treasuries and those of the public who had come there 
to receive payment ss 
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1. Delhi Treasury, Ti# Hazari 

2. New Delhi Treasury, Parliament Street 

3. New Delhi Treasury, Man Singh Roal 
^fstrict Treasury at Gurgaon (Haryana) 

5. District Treasury at Rohtak (Haryana) 

6. Sub- treasury at Sene pat (Hohtak-Haryana) 

7. District Treasury at Meerut (Uttar Praiesh) 

8. Sub- treasury at iSiaziabad (Meerut-Uttar Pradesh) 

9. District Treasury at Hydsi^bad (lindhra Pradesh) 

10. Sub- treasury at Ibrahimpatam (Hydeabad- l.P.) 

11. Sub- treasury at Vika r a bad (Hyderabad - D.P.) 

12. District Treasury at Kalgonda ( Andhra Pradesh) , 


summary of the case studies conducted at these trea- 
suries has also been prepared ana included in ths last 
section of this report. 



The following are the various types of payments 
transacted at the treasuries: 

1. Refund of compensation in the event of 

acquisition of land, 

2, Refund of compensation under Land 

Reforms Act, 

' 3. Refund of earnest money, 

4. Refund of security deposits, 

5. Refund of sales tax, property tax etc., 

6. Refund of licence fees, 

7. Fififund of examination fees, 

8. Refund of stamps, - 
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9. Deposit of rent by a tenant and the conse- 
quent elaliii Isy the landlord for refund, 

10. hefund of maintenance allowance, 

11. Paym<-nts granted by a Court of Law to an 
injured party out of the fins imposed 

on the offender, 

12. liefund of proceeds of auctioned property, 

13. Refund of court fines, 

14. Payment of oensions, 

15. Paeraent of Scholarships, 

16. Grants- in- aid, 

17. Payment of inter -st on Security Bonds, 

18. Payment of Interest on Gold Bonds, 

19. Payment of interest on Government 
Promissory dotes, 

20. Payment of instalments of Zamindarl 
Bonds, 

21. Payments for sr vices or sup plies 
received by a government department, 

22. Payment to Government servants — pay bills, 
travelling allowance bills, contingent 
bills, advance from provident fund etc. 

P avmen ts a t the Tr e a su ri e s an d 
Difficulties of the Citizen 

a citizen has to go through a nuriib'^r of 
channels to receive payment aft"r his claim has been 
acc'^pted and payment sanctioned to him by the concerned 
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governrasrit department. Generally, a government department 

after admitting the claim of an Individual :-dvss him a 

refund voucher or a cheque or a bill for presenting at 

the treasury for receiving his payr-ent. Ihe payee may 

either come to the treasury himself for obtaining payment 

order cn the voucher or the cheque or the bill, as the 
be 

case m3y)4 or endorse the same tc his bank for collecting 
payment on his behalf. If he does not have a bank 
account and ccraes to the treasury himself, he presents his 
voucher or the cheque or the bill at the counter and is 
given a metallic token or a receipt in lieu thereof and 
told to come later either on the same day or after a few 
days which may range upto seven days, to collect the 
payment order. Before getting back the passed voucher or 
cheque or bill from the treasury, he is required to pro- 
duce an Identification in a prescribed form from persons 
knoi® to the treasury or who s»= signatures are available 
with , the treasury.* On his second visit to the treasury on 

* We observed an improvement in the nroce..lures followed 
by the treasuri'- s' in dndhra Pradesn regarding iientifi- 
cation of the payee. In Indhra Pradesh, the Drawing and 
Disbuising Officer of the department attests the sig- 
natures of the p.ayee oh the bill before handing over 
the S:aQie to him for presentation at the treasury counter. 
4t the treasury, the signatures of the payee are tallied 
with those as countersigned by the departmental officer. 
The citizen is thus relieve! of the botheration of 

foot-note contd in P. 21) 
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the appointed d,ay , he presents the token or the receipt 
at the counter and is supposed to get his voucher or the 
cheque or the bill back from the treasury, duly poissed 
for payment. He has then to go to the Reserve Bank or the 
State Bank branch for getting money against the payment 
order of the treasury. Hare -otgain he is required to pro- 
duce identification from a person knomi to the Bank or 
having account with the Bank. If the payee has a bank 
account ani -n:lorses the. voucher c-r the cheque or the 
bill to his bank, his banker goes through the various 
formalities necessary for getting payment from the 
treasury. 

In the case of paymants at the sub- treasuries, the 
procedure is further circuitous. If the citizen has bro- 
ught a refund voucher, it has to bo verified at both the 
sub- treasury and the district treasury before payment 
order could be issued in his favour. After getting the 
credit item in the refund voucher verified at the sub- 

(foot-note from pre-page (33)) 

producing a witness in support of his identification. 

Such a procedure v/ould, however, nr.'.t be workable where 
the payee can put his thumb impressl'in only and in 
which case he has to produce a witness in lieu of- his 
i lentiflcation before/ receiving the bill back from the 
treasury duly passed for payment. We did not come across 
a case, during’ nur survey, where such a situation had 
arisen and were also told that the numb; r of such cases 
was fast diminishing anI generally a payee would know to 
put his signatures at least. 


22 


treasury, th 
treasury for 


ci ti 2; irn' travels all i.:h 's w.ay to the district 
their verification of the cre'iit and it is 


only after that that the voucher is asssd for payment 

and he becomes entitled to receive money from the bank 

either at the district head- quarters under orders from 

at 

the district treasury or/ the tehsil head- quarters under 
orders from the su b- treasury. * 

A citizen is put to a lot of botherations and 
inconveniences, as r't' ve.aled by the case- studies, in the 
process of getting payment from the treasury. Apart from 
waiting for long hours at places where not much attention 
is paid to public conveniences, he finds the necessary 
formalities too hard to fulfil, producing the necessary 
identification is tough and sometiraes expensive. There a 
quite a few cases, where for small payments the citizen 


Again, in the daidhr a Pradesh treasury procedures we 
observed an improvement in the processing of cases 
pertaining to refunds initiated at sub- treasurie s. 
Whereas in Haryana and Uttar I-radedi, before a 
refund voucher is passed for payment by the sub- 
treasury the credit figure is required to be verified 
botti from the sub- treasury records as well as py 
the district treasury, in Anc3hra Pradesh the 
verification of the original deposit is done fcy the 
sub- treasury only and the citizen has not to go to 
the district treasury for- a further verification. 


TS 
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finas It iifficult t:,. manage the necessary identification 
and leaves t'n= refund papers with the treasury in sheer 
frustration never to turn up again in pursuit of his claim. 
If he has somehow cniripletei all th- formalities and comes 
back to the treasury counter after the prescribed period to 
cjllect the payment orl'^-r, he may fini his refund voucher 
re tamed to him with some objections to be got cleared 
from the department concerned which had issu^^d the refund 
vouch'-r and the whole channel has to be gone through over 
again by him. He keeps shuttling between the treasury 
and the department till all the objections raised are 
settled to the satisfaction cf the treasury. It is tut 
likely that when a document for payment is processed in 
two diff-r-ht organisations there are chances of mistakes 
creeping in and for every error of a government office 
the citizen would have to suffer and movs from one Office 
to another to get the same rectified. Also, under ^ 
such a situation, it becomes' difficult to pinpoint respon- 
sibility for the delaj'”' in payment. After the bill or the 
voucher has been passed by the treasury the payee has 
to collect payment from the bank. In the case of any 
mistake in rec-rdine the payment order, the payee would have 
to come back from the bank to the treasury tC' get the 



same corrected. The difficulties of a citizen can be 
well imagined if the three agencies, namely, the depart- 
ment, the treasury and the bank are situated at considerable 
distances from one another and he has to run from the 
department to the treasury and therefrom to the bank and 
sometimes i.n the reverse directio^n also. It m.ay be 
noted that the citizen has to encounter the same procedures 
and formalities whatever be the amount of payment. As 
per Treasury rules, deposits cf more than one rupee 
remaining unci aimed for three years lapse to the Govern- 
ment. A person claiming refund against such deposits 
has to go through another channel which involves 
Accountant General’ s sane ti'-'n before his claim for 
payment is passed. Collecting payments through banks is 
also not free from irritations as quite often ttie 
voucher or the cheque comes back to the payee with some 
objecti:?ns like, (i) payee has not endorsed the bill in 
favour of the bank, (ii) payee’ s signatures have not 
been confirmed by the bank, (iii) bank has not given 
certiiicate that payee’ s account will be credited on 
realisation etc. Also, if some mistake has been comm- 
itted ty the issuing department in preparing the refund 
voucher or the cheque, the same is returned to the bank 
and therefrom to the payee with an objecti:'n to be got 
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cleared from the department. All this leads to delays 
in r'"C8iving paynients' ani also avery tioia ■ a V"'‘iich-r or a' 

cheque is returned by the treasury, the bank would 
recover its charges from the payee. 

'Ihe plight of a citizen is still rorse in getting 
his refund voucher passed by .a sub- treasury. In such a 
case verification of tiia credit item has to be d'-ns at 
both the sub- treasury .and the district treasury and in 
the event of any discrepancy in the particulars rscorded 
at the two treasuries, the payee has to be moving from 
sub-treasury office to the district treasury office and 
also in the reverse direction to get idle particulars 
reconciled before the voucher could be passed for p.ayment. 
These discrepancies may arise because of various reasons, 
such as, difference in th‘^ recorded dates of the credit 
or difference in the rscorded amounts of the credit. 

Such discrepancies may occur hr:tiiQm the records of the 
department and the sub- treasury?' or between the records 
of the sub- treasury and the district treasury and for 
every mistake of any of these government agencies the 
citizen has to suffer an i spend money in travelling long 
distances from one office to another to settle the 
objections. ' 
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Ihe Procedure 
For Receipts 

Depositing money in Government account is als‘~' a 
cumborsome process. 'Ihe citizen collects a cha .Ian from 
th?^ treasury, fills in the requisite columns an.i waits 
at the icors '-^f the concerned officer in the Department 
who would then fill in the remaining two columns, (i) 
relating to the Heal of Account, and (ii) Accounts 
Officer ty whom adjustable. After the cha. Ian has been 
signed by the departmental officer, the c'^ncerned inli- 
vidual has to go to the bank t"^ deposit the amount. 

Where tiae Treasury anl the Department are situated at 
different places, the citizen may get the cha l-an signed 
by the Treasury Officer before depositing money in the 
bank. The citizen is put to a lot of inconvenience inas- 
much as he has to visit a number of agencies b-fore he c.an 
actually deposit money in Government ^tccount. 

In Andhra Pradesh, we -observed a system under 
which a treasury clerk is posted at the Dank counter to 
Carry out the necessary scrutiny of the cha Ians brought 
ty the citizens for depositing money in Government *iCcount. 
This is a good improvement introduced and saves the 
citizen of botherations in going to the treasury for 
getting ttie cha Ian cnunter- signed before depositing 
money in the bank. 


The Uni-n public Service Coimnlssion have intro- 
duced an improved system for the receipt of their fees 
from the candidates, Tnc U,?.3.C. accept money through 
crossed postal orders which a candidate can obtain from 
his nearest post office and send them alongwith his appli- 
cation. Ihis system reli ves the candi date of the bother- 
ation' Inv Ived in depositing raoney through a cha Ian, 

The Various .S^/stems 
Of Payment 

A number of reforms have been suggested to deal 
with the problem of payments. The first runs in terms of 
strengthening the treasury system, simplifying and stre.am- 
lining its procedures and improving its management and 
supervision. Another reform suggested in the system of 
payment is under which the departmental officers enjoy 
cheque drawing powers and the depoii. ucewts are placed 
■directly in account with the bank. After the claimant's 
bill is passed ana the payment sanctioned to him, the 
drawing and dl sburslng off leer issues a cheque in his 
favour, which can be encashed straight at the bank without 
going through the channel of the treasury. This system 
obtains in the Central public Works Department, the All 
In di a Radi o , the Forest De p .ar tmen t , th e Adminis t ra ti v e 
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Reforms Commission and the Union Public Service Commission 
except in the cas ■ of refund of fees. The third system 
is undrr which the accounting functions are completely 
departmentalised an j the payments are made direct by the 
P''ay & Accounts Officer attached to the Departirient, by 
issuing cheoues or bank drafts on the Reserve Bank of India 
or the State Bank of India. The payments made under this 
system do not enter the treasury records and the department 
itself malnt,ains and compiles its accounts. This system 
has been introduced since Ist April 1955, in the Depart- 
ments of Food, Rehabilitation and Supply and since 1st 
October 1955, in the Rajya Satha -ani Lok Sabha Secret- 
ariats, 

In this •tudy our attempt has been to examine the 
present procedures for payments and receipts at the 
treasuries with a vlev/ to formulate a system which would 
alleviate the enormous difficulties and inconveniences 
experienced ty the public under the existing arrangements 
while at the same time ensure speedy and accurate trans- 
mission of accounting information to appropriate' levels of 
financial and programme management in order to promote 
efficiency at least cost. In this effort we do not start 
wi'th the assumption that the existing institutional 
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arrangements have outlived their utility. Kor 3o we 
believe that a particular tij^'pe of org'ini sational structure 
or method of operation is sanctified for all times and all 
situations. It has been our endeavour to be open minded 
enough to accept the need for building anew if patchworks 
^vould not serve our objectives. This is especially so 
in th context of the dynamics of ievelopment administration. 
It is with th6s^e guidelines in mind that we have examined 
the three alternative v?ays of refoniiing the system of 
treasury pajmients and receipts. 

Strengthening the Existing System 
‘ of Payments and Receipts 

'we find that a bulk of the personnel who man the 
treasuries belong t the lower clerical cadres. The 
Treasury Officers complain that the treasuries are badly 
understaffed in ttie face of ever increasing volume of 
transactions. Facilities for the maintenance of files 
and records are extremely poor. Pubuic conveniences are 
awfully deplorable. Tne procedures for dealing with 
cases are laborious and time consuming. Strengthening 
the existing system would involve a substantial increase 
in the operating expenses on account of i 
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i) increasing th-" number o;' the tr-'asury staff, 

ii) upgrading a part of the strength, 

iii) providing facilities for their training, 

iv) introducing better personnel policies and 
providing, adequate avenues of promotion 
for the staff, 

v) improving the filing and record keeping 
facilities, 

Vi) establishing a Dir‘-.c torate of Treasuries 
(where not in existence) for the super- 
vision and inspection of the treasuries^ 

vii) improving public conveniences etc. 


In addition, streamlining the procedures and methods 

Wo rk 

of work through/e tudies, simplification of forms, 
improvement of the system of guard files etc., would 
involve some initial expenditure. 4s a result of all 
these measures, treasury transactions may be some- 
what expedited. But despite all this strengthening, 
the continued intervention of the treasury before a 
payment is made to the citizen would not relieve him 
of his inconveniences and botherations inherent in the 
present system, such , as s 

1. the number of trips a citizen has to make to 
the department, the sub- treasury or the district 
treasury or both, as the case may be, in order 
to rectify the objections raised*, 

2. the problem of identification at the treasury j 

3. responsibility can not be pinpointed in the event 
of delay or harassment of the citizen when two 

or three different organisations are involved 
in making a, payment etc. 
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suggestions for improvement 3 in terms of structural 
reforms are, therefore, not likely to relievo tr. - putlic 
of th"ir inconveniences v/hile at the same tim® Involve 
substantial increase in the cost of operations and manage- 
ment of the treasuries. A perusal of the thirty- six 
case studies of payments at the tv/elve treasuries indi- 
cates that intervention of treasuries before a payment is 
made to .an individual is bouna to create difficulties for 
the payee and reforms mtiiin the existing framework would 
be only tinkering with the problem without completely 
solving it. The cases mentioned were picked up at random 
and, to our surprise, in almost all of them the payee 
received his payiiient with considerable botheration and 
inconvenience to him. 

There is another suggestion made that such 
changes may be introduced in the present systum of pay- 
ment that the citizen would not nave to appear at a, 
number of agencies for getting the po,ym~nt due to him 
and the department concerned or the treasury is made 
responsible for getting all the formalities completed 
before th'i^ citizen Is called upon to r'-ceive his payment 
and he is handed over a cheque or a bank draft or money 
in cash, as the circumstances may permit. This may 



perhaps look all right in theory; lut as th-a practice 
Has reV’^aled, vh=n a docunient for nayra=nt. is dealt within 
separate organisations i.e. the department and 
the treasury, the procedures involved l-'^ad to considerable 
delays. It would be difficult to ensure that a bill or 
a voucher or a cheque presented at th^ treasury even by 
the departffi^mt itself is passed without delay. At the 
treasury, certain checks have to b^ carried out according 
to prescribed rules and ther- is every likelihood that 
objections would be raised on such a document necessit- 
ating tossing of the sam<= between the dapartm^^nt and the 
treasury for various clarifications and settling of 
objections. Such a system would lead to considerable delays 
in the payment and the consequent hardships to the citizen. 
Also, under such procedur-s, it would not be v/orkable to 
lay down time limits for the making of payments or to 
fix resDonsi bill ty in th=--^vent of dal ays. Ihe citizen, 
under such circumstances, is pushed to making trips to 
both the offices, namely, the deparimient concerned and 
the treasury to expedite matters, which involves consid- 
erabLe inconveniences and botherations to him. 
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Cheque Dravvlng Powers 
V/i th Th e D e n ar tei en t s 

Under this system, the citizen rsc'-ives pay- 
ments directly from the departments v.’hich are vested 
with cheque drawing pov/ers. The cheques after encash- 
ment at the bank comie to the treasury vjhsre preliminary 
accounts are corapiled for onward transmission to the 
Accountant General’ s office. Under the system, three 
sets of accounts are prepared, i.- . , one by the 
department concerned, another by the treasuries and the 
third by the Accountant General. This system of payments 
relieves thp citizen of a lot of inconveniences and 
'.so the rations in so far as it >-liminates treasury inter- 
vention before a payment is made to him. The extension 
of this system to the various departments vjoull , hov/ever, 
involve the following costss 

1. departments' vested with cheque drawing powers 
would ne-'-d som- strengthening of their 
accounting facilities, 

2. internal audit arrangeirients may also have 
to be created for purposes of ore-audit, 

3. in so far as the treasuries continue to be 
maintained for the initial compilation of 
accounts for onward transmission to the 
Accountant General, there would not be any 
saving on that account. On the other hand, 
any attempt to streamline the treasuries 
might as well involve some additional costs, 



4. .also, th*; full contingent of staff is continue 3 
to^be maintainsa in ths Iccountan t General ' s 
office for compiling the accounts of the 
lepartments concsrnel. 

Ihus, the system of chequ-- frav/ing p:'-uers with the 
iepartments v/hile alleviating a great deal of inconveniences 
and botherations to the citizen in receiving payments 
from Government, would at the same time involV’-^ aa,iitiDn,al 
costs to the Exchequer. 

Ihe proposed System of Direct 
Payments and Receipts 

After consii'ring the various proposals, it is 
conclulel that if a citizen is to be relieved of his 
botherations and inconveniences in the matter of r’^ceivins? 
money from Government or depositing money in Government 
Account, it is necessary that one organisation alone is 
made entirely responsible for making payments to or 
receiving payments from him. It is also> necessary that 
all the accounting formalities are carried out and com- 
pleted within the same organisation tefo re a payment 
is made. Unoer such a system, where only one organisation 
is involved before a payment is made to the citizen, 
procedures and work methods in the organisation can be 
streamlined to ensure prompt payments and it becomes 
workable to set time limits for the payments, evolve 
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checks to ietect cases of delays, fix responsitility for 
the ieley or any harassment of th-:- citii-sn ano to ;ieal 
mth the iefaulting governm -nt servant suitably. Obviously, 
these functions can be centraJLi sed only in tne aepar tm^-'nt 
concerned which has to initially admit the claim of the 
citizen and to sanction payment. Whatever checks are- 
necessary to ensure r'^gularlty and Dropri'-'ty of payments, 
before they are transacted, can be arranged within the 
dspartment through internal auditors. 

Under this system, the payments ana receipts are 
to be transacted by th^ department conc'^rned which 
assumes full responsibility for the same and also main- 
tains and compiles its accounts. Once the claim oi an 
individual is admitted by the department, the payment 
should be made to him by the disbursing officer straight- 
away. If it is a small .aBount, say upto fe. lOO/- or some 
other suitable figure, the payment should be made to 
him across thp counter, f^r which p-urpose the depart- 
ments could be provided with adequate imprest, lor 
.amounts b-yond this limit, the individual may be paid 
through cheques or bank drafts (crossed '^r account payee). 
In case the individual’ concerned does not want, to come 
to the department.aL office to collect his paj^'ment, 
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fih :i have th- option to receiv-^ his paj/rnent through 

mon'^y oroer at Povsrnm--nt expense if it is a small 
amount, or through cheque or b-ank draft s^nt to him 
througn registered post if the amount involved is big 
enough. In those cases where th--' cayss is not located 
v/ithin a reasonabls dist.ance from the- bank, arrangement 
may be worked out for reaching payment to him through 
the Post Office. 

Ihe difficulties faced by a citizen in the 
matter of establishing his identity ar-o bound to be 
con si i er ably minimises wh-sn payments are made direct 
by the departments. In such cases a large majority of 
the paj^'ess would be knov/n to the departmental officers 
because of thvsir frequent visits to the department rand 
occasional contacts with tne concerned officials. 

In the case of such payments which they v;ould be recei- 
ving in person at the bank, arrangements may be devised 
whereby the payee's signatures are countersigned by 
the disbirsing officer whose signatures in turn ar'=^ 
male available to the bank. 

In the case of receipts, similarly, the 
department should make arrangements/fco accept a 
deposit in th^- office itself If it is in cash and the 
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amount involved is a small one, say te. 100/- (or some 
other suitable fi.gure), or if the payment is made through 
postal orders or a chscjue or a bank draft. The depart- 
ment may fix time limit for the receipt of daily payments and 
may deposit its daily receipts in the bank through its 
own arrangements without making the citizen to run about. 

It should only be in exceptional cas.^s where it is ;iust 
not possible to receive payment in the office that a 
citizen is handed over a cha Ian prepared ly the depart- 
ment and he goes to deposit money in the bank. 

In th‘= absence of a well-developed net-work of 
communications or of State Bank branches extended through- 
out the country, there might be some difficulties in 
remitting payments to those of the small units of the 
departments which are functioning in far off areas where 
even the Post Office would take considerable time to 
reach them by Money Orders. The difficulties, however, 

should not be taken as insurmountable and steps may be 
taken to meet this problem. Till such time as adequate 
measures ar- evolved, the. headquarters organisation cr 
the regional offices of the department, in such cases, 

would have to do advance olanning in sending paym.ents 
to such units so that they receive the same in time. 
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Similarly, in th? case of som-o items of receipts like 
thos<= of courts an J of such small offic s in the iistric 
as cannot afford to ha.ve accounting cells of their own, 
some arrangements may be evolved to cater to their 
needs. 

A Review Of 'Ihe 
Treasury System 

The treasury system was evolved v/hen the Govern- 
ment had comparatively lirait^d objectives and a small 
number of activiti^-s ani th'= banking facilities had not 
been developed in the country. The main functions of th 
treasuries are to make payments to and to receive on 
behalf of Government departments, oayments due to them 
and to prepare and sulsnit to the Accountant General pre- 
liminary accounts of these transactions. In addition, 
the treasuries undertake sale of judicial and other 
stamps, sale of opium, maintenance of double lock for th 
safe custody of government property .and confiscated 
articles etc. 

As regards payments to and receipts from the 
Government, v?e have observed that the public are subj- 
ected to a lot of inconveniences and botherations,- 
when such transactions are carried through the channel 
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of th-^ treasury. In our view, th'^ difficulties of tht? 
public arising from treasury intervention in these trans- 
actions far outweigh the compilation of accounts and 
other advantages claimic-d in its favour, v/e have therefore 
recommended r'^lieving the treasuries of their functions 
of payments and receipts and vesting the 3-am=' completely 
in the lepartments (e'-'cept the p.iyrnpnt of pensions) . 

An important payment being made at the treasuries, 
at present, is that of pensions which task car:'.not be 
assignei to indlviduajL departments te cause the pensioners 
are scattered all over the country and the payments 
have to be made to them from places or agencies situated 
nearby. There is not much of a difficulty to those who 
receiv'^ their pension p-jirients through their banks. Some 
of the pensioners receive their pensions through money 
orders at their own cost. Even in the case of tho se 
who appear at the treasury in person, there are no serious 
difficulties in receiving pension payments except that 
in good many cases a pensioner- has tc travel long 
distances, sometimes extending to 40 miles, to reach the 
treasury or the sub- treasury. Also , in th'= case of 
banking treasuries where he collects cash from th'= bank 
on payment order obtained from the treasury, if by any 



chaJice he is late in receiving the payment orler from the 
treasury and cannot make it possible to reach the bank 
before its closing time, his pension payment is post- 
poned to the next working day, putting him to a lot of 
botherations and hardships especially iL he has come from 
a long distance. Ihough some improvements could be 
suggested in the system of payments of pensions at the 
treasuries, we have looked at the problem from a different 
angle. The question arises as to whether it would b= 
justifiable to retain a vast network of treasuries after 
their main functions of transacting payments and receipts 
of government and preparing preliminary accounts of these 
transactions for onward transmission to the Accountant 
General are taken av;ay. The other functions which will 
be left with the treasuries are, payment of pensions, sale 
of judicial and other stamps, sale of opium and main- 
tenance of double lock for safe custody of Government 
property and confiscated articles etc. Our suggestion 
is that it would not be necessary to incur a huge 
expenditure' in retaining the treasuries and their other 
functions can safely be transferred to some existing 
agencies. 



In the event of ths abDlition of treasuries, the 
function of payment of pensions i^ill have to he assignei 
to some other agency. Even at present thrrs is an option 
for the pensioners to receive their pension payments through 
money orders at their o'/n cost if the .amount of pension 
doss not exceed a specifi-d limit. ’Biey c, an also draw 
their pensions through their hankers if they have 
accounts with hanks. These options may continue after the 
abolition of the treasuries. To encourage pensioners to 
receive their pension payments through money orders, the 
postal charges for money orders should be paid by the 
Government -and not recovered from the pensioners. 

However, in this case a' few days woulielapse between ths 
due date of pension payment .ajnd the day ths pensioner 
actually receives the money order. Our survey has 
revealed that large number of pensiDners are keen to 
receive their pensions on the due date. For such cases, 
it may be considered th.at a Saving Bank Account is opened 
in each of the pensioners name In a post office of his 
choice and arrangements are evolved whereby his pension 
p-aym^nt is credited to his account on the due date and he 
can draw money either on tiie same lay -or on aPy subsecjuent 
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lay at his discreti-n. It has teen paint':! out to us 
that for this purpose the post offices would have to 
keep enough cash mth them. ¥e do not think it should 
pose insurmountable difficulties as Government policy 
i s to promote people's opening savings bank accounts 
with the post offices and such a measure would be in con- 
formity -with that policy. Moreover, under such a system 
the pensioners woulrl be widely dispersed amongst a large 
number of post offices and the work load at any one post 
office should not become heavy. =ttn added advantage 
would be that pensioners would not have to travel long 
distances to get their pension payments as post 
offices are available to most of them at much shorter 
distances than is the case with the treasuries.* 

The other functions of the treasuries could also 
be tr.ansferrei to some existing agencies. The sale of 
stamps can be entrusted to the Post Office and some 
suitable arrangerasnt may also be ma le for the sale of 

* 4t present there are about 1,02,500 post offices in the 
country, out of which about 80 ,000 do savings bank work. 
Th'= information collected by us from th'- Union 
Ministry of Finance places the number of treasuries 
and sub- treasuries in the country at 2136 as on 
31st March 1066, 



judicial stamps. The sals of opium can be transferred 
to the Ijrcise Department, it may be stated here that 
in the Telengana districts of .jadhra Pradesh, Superin- 
tendents of Excise hold charge of opium sale and ttie 
treasuries have been relieved of this function. 

.iUi table arrangements can also be made for maintaining 
double lock for the safe custody of government property 
and confiscated articles etc. 

according to our suggestion the treasuries should 
be abolished-^ resulting in considerable saving in expen- 
diture as well as manpower. 

Dome Connected 
Issues 

in the scheme of changes we have suggested, the 
receipts and payments function is completely departmen- 
talised and the treasuries are abolished. Such a step 
would necessitate separation of Accounts from Audit 
and vesting of the entire accounting function in the 
administrative departments ’Adiich become responsible for 
maintaining and compiling their accounts. 

The question arises as to which office compiles 
the monthly and annual accounts of the Government as a 
whole, a function yiich at present 3s being performed by 
the Accountant General who is supplied preliminary accounts 

It may be mentioned that the abolition of treasuries 
was also recommended by the Estimates Committee of the 
Eirst i.ok Saliia in their hinth heport, 1953-64, on 
’Administrative, .Financial and Other 4.veforms' , Page 28, 
para 36 ( v ) . Mav 19 54... ““ 
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'Jata by the treasuries. We think that -there should not 
he any difficulty if the .'iccountant General continues to 
be assigned the task of final consolidation of monthly 
arid annual accounts for the government as a "whole from 
the compiled departmental accounts prepared fcsr the 
various departments. Such a course would relieve the 
Accountant General's office of consiiprabl- work which 
it is at pr':=sent doing in preparing the lepartmental 
accounts from th^ preliminary data supplied by the 
treasuries. 

It has been pointed out by some that the prepar- 

drawing and 

ation of initial accounts by a large number of^ di shir sing 
officers would lead to d.'=lay and inaccuracies in the 
compilation of monthly accounts of the departments and 
is bound to affect the speed" and accuracy of final 
accounts to be compiled by the central agency. Ws, 
however, do no t agree vji th, this view. Under the system 
suggested by us, we do not envisage any increase in 
the uumber of points where disbursements are being made at 
present, nor do we propose any addition to the number 
of stages through which accounts information passes 
f"r compilation of monthly accounts of the departments. 
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Accor ling to th'^ proposel system, statements of 

acc-~'unts are to be transmit tei from the lisUirsemsnt 
points direct a central point in the ieparteient eon- 

cerned wher^m monthly accounts fr^r the department may be 
compiled. We do not think that such a system would 
make for dslays or inaccuracies in the compilation of 
monthly accounts of the dep&rfe-ents; rather we ar^- 
firmly of th^ opiniom th-'t opposite'- results could be 
expected with the departments being strengthened v/i th 
well- equipp*^ i and efficient occounting organisations. 
There should consequently bo no i lay or fear of 
inaccuracies in the compilation of accounts of the 
Government by a central agency. 

It has also been male out that sepLaration of 
.ficcount=5 from Audit vr^uld ire .an tremendous cost in equip- 
ping th."= administiative .U-partm'^'nts with th nf=cessary 
accounting org.anisations. In oth'-r words, lepartment- 
alisation of poiymerrCs rirv.i receipts fanct.ions would, 
according to some, tiiean treni'nilous increase in th= net 
cost of operations. ¥e do not agree with this view. 
Hiough these questions of .additi^''nal cost may be 
subject®,! to empirical VGrification, x^re have looked at 
the total pictur - in th® following manner ,an 3 



feel that tha net result of our package of r-commenl- 
ations woull not result in such a magnitude of net 
additional cost to the !::.xchequer as.is male out. It 
would, of course, mean more cost for the departments 
if they completely take up the payments anl receipts 
function from the treasuries as well as the task of 
compiling and maintaining their accounts. We consider 
that a portion of this cost would he absorbed in the 
cost which has alrealy been deciled to be incurred in 
strength ‘^ning the accounts organisations of the depart- 
ments for various other purposes. Against the net 
a-rdltional cost, we have consllered the following savings. 
Firstly., we have considered the saving to be effected 
on the abolition of the treasuries as also the saving in 
recurring and non-recurring expenditure proposed to 
be incui'red in improving this institution by measures 
like better staffing, arrangements for the training 
of the employees, introducing improved personnel policies, 
creating an organisation for the inspe.ction and supt’r- V 
vision of treasuries like the Directorate of Treasuries : 
and otherwise better equipping the treasuries for 
their various functions, 'Secondly, we have considered 
the saving to be effected in the Accountants General’s 
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offices v/hen a big chunk oif their staff is transferrsi to 
the ieparte'^fits consequent on the transf err snce of 
accounts component of Accountants G-^neral’ s functions to 
th= departrivents. 

//e may also view the system of direct payments 
eni receipts from a broader perspective of the nef^ls of 
development administration, where accounting information 
shoull subserve the management in accomplishing its pro- 
gramme objectiv-s. In this c-’nnection, v/e may quote the 
following from the Report of the Study Team on Financial 
Administration* set up by th'- Administrative Reforms 
Commission: 

'’Wg have referred to th= difficulties exper- 
ienced by the alministrative Ministries In 
watching the progress of expenditure and have 
also suggested what steps should, in o.ur 
opinion, be taken to remove the difficulties, 

Th<^ real solution, in our view, would lie in 
transferring the responsibility for the 
maintenance of accounts to the administrative 
Ministries or Departments concernei. Toe 
departmentalis ation of accounts ani the 
del^^gation of financial powers to the 
administrative ministri^-s are two facets of 
the same process of transferring the entire 
responsibility of financial management and 
administration to the administrative Ministries, ” 


* Administrative Reforms Commission, Report of the^Stu dy 
Team on Financial Administration, Vol. I, May 1967, 

P. 71, para ,10.8. . 
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"Die .ispartmen tali saticn of accounts wouli therefore 
result in an aliitlonal aivantage of ensuring speei in 
th® collection of accounts data; ani compilation of 
departanent^gl accounts ani of making accounting sutt- 
serve the needs of management. If accounting facilities 
in th- administrative departments are sought to be 
strengthened without relieving the Comptroller and 
Audi tor iineral’ s Organisation of their function of 
cDrrjpiling and maintaining the departmental accounts and 
without the consequent transfer of a big chunk of man- 
power from his Organisation to th-- a-:dministrative depart- 
ments, it may very well result in an enormous 
increase in the draft of accounting personnel. But 
if the treasury system is completely done away with 
and a big proportion of the accounting work of the 
CniT-ptrcller and Auditor General' s Organisation is 
transferred to the administrative departments, there 
may result enough saving in manpower to strengthen the 
accounting facilities in the administrative agencies. 

Mor'^'over, there is a strong thinking in 

in ttie department^* 

favour of introducing Performance Budgeting/ and equipping 


* Idle Administrative Reforms Commission in their Report 
on 'Finance, Accounts and Audit' (January 1968) have 
recommended intro iuction of Performance Budgets in the 
departments anJ organisations in direct 
charge of development programmes. The ■ Government of 
India have already accepted the Commission's recommen- 
dation and have made a start by preparing Performance 
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them with th^ necessary accounting organisatl''ns suite liy 
strengthenei for C'Tllectio.ri am processing 'Jata for 
performance u analysis an3 reporting. If the 
accounting organisations to be maie available to the 
iepartments are pr'''pos---l t^ be of such a high pitch of 
efficiency ani versa tility that Performance Bulgets are 
workel successfully, we io not think there woulj be much 
difficulty in gearing the iep artm ent^al. accounting organi- 
sations to the task of compiling their accounts for 
onwar 1 tra^iission to the Central accounting agency 
where final consoliia tion may be ione. If alongside 
it is foun- possible ani desirable to introduce mech- 
anisation or coKiputerisation in the Central acc''unting 
offices of the various lepartments anl in the Central 
iiccounting agency where final consolidation of accounts 
for the whnie govr-rnment is done, it may as well result 
in substantial saving in manpower. 

Some Questions 
Answered 

There are two opposite views held on the question 
of departmentalisation of paym nts and receipts function. 
One view is that such a 'change would lead to mlsappro- 
priation of funds in the deparments. Ihere is however 
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another view accorling to which there should he nothing 
so much to fear about such a change. The case of those 
departments where the accounting function has been 
departmen talisel an 3 is being operated successfully such 
as the Railways, Pood, Rehabilitation and Supplies, Lok 
Saliia, Rajya Safcha is cited to allay such fears. In 
^lUidhra Pradesh, we came across the example of Fertilizer 
.accounts which are maintained by the Director of ^gri- 
culture and op'-'r/ directly on the bank by him indepen- 
dent of the treasury. The Director of Agriculture 
Is also responsible for the compilation of his accounts. 
Tile payment function is being managed by him smoothly 
and there is no serious case of misappropriation of 
funds having come to light. We also observed, during 
our survey of Andhra Pradesh, that the receipts of sales 
tax and the refunds therefrom were being managed .iirectly 
by the Department concerned without the intervention of 
the treasury-. Also, the receipts of Motor Vehicle 
Taxation are being handled directly by the concerned 
department without much difficulty. The Civil and 
Criminal Courts also arrange refunds to the citizens, 
wherever due (except refunds from the revenue account) 
by themselves issuing cheques directly on the bank. 


We are, therefore, of the opinion that the department- 
alisation of paj^'ments and receipts function would not 
present any serious problems. Whatever checks are 
necessary to ensure regularity and propriety of payments 
before they are transacted, can be arranged within the 
department through internal auditors. Also, the regu- 
larity and propriety of the financial transactions h.andled 
by the departments would be open to post-audit by the 
independent authority of the Comptroller ^and Auditor 
General. In the course of our survey, the examination 
of some of the bills coming to the treasury from the 
departments for payment order reveal ^'d that a good 
amount of accounts work is already being done by the 
departments in classifying the expenditure items into 
Major, Minor .and detailed heads and in completing the 
various other accounts formalities. Some accounts work ■ 
is again done in the treasuries which supply preliminaiy 
accounts data to the Accountant General' s office where 
audit and compilation of accounts is carried out. 

Our finding is that there is a lot of avoidable dupli- 
cation in the accounts work belne done in the departments, 
in the treasuries .and in the Accountant General' s office* 
Ihe departmentalisation of payment and receipt fun- 
ction and the internalisation of accounts would remove 
such a duplication of work. Though it would mean 
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some increase in the number of accounts personnel 
neeiei in th^- iepartments, it shouli also result in a 
sizeable saving in terms of money ani personnel fcth 
in the treasuries an..i in the Accountant General’s 
Office. 

Another point of criticism against our sugg- 
estions seems to be on the grounis that ours is a vast 
country vdth innumerable places where disbursements 
have to be maJe anl people have not yet fully 
developed banking habits and there is a wiiespread 
illiiaracy amongst them. We first take up the case 
of transactions at the tenking treasuries. It may 
be mention d that the State Bank of India has already 
established its branches at most of ttie district 
towns and at a goo i number, of su b- divisional or tehsil 
headquarters in the country and is in ttie process of 
extending its branch network to the remaining places. 

In the case of banking treasuries and sub- treasuries, 
1±i= objection cited is not relevant, because even 
at present the citizen aft^r having his document pro- 
cessed at’ the treasury receives his payment from tiie 
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bank.* Under the system proposed by us, an additional 
ch annel o f the treasury 1 s ellmina te X and ne would 
receive his payment either directly from the depart- 
ment or from the bank as the' arrangements are evolved 
without having to go through inconveniences mi both- 
erations encountered at the treasury. 3o far as non- 
banking treasuries and sub- treasuries are concerned, 


‘ Ihe number of banking and non- banking treasuries 
and sub- treasuries in the Country as on 31s fc March 
1966, is given in Appendix ’A*. The data is based 
on the latest information available from the 

recorfis of the Union Ministry of Finance. Sie 
figures mentioned in Appendix ’a’ indicate that an 
overwhelming number of treasuries have already been 
converted into banking treasuries. In the ease 
of sub- treasuries, however, the position is different. 
We may add that the figiires given in Appendix ’A’ 
are nearly four years old and during this period 
we may reasonably e^'pect some more treasuries 
and sub- treasuries to have been converted into 
banking types specially with the expansion 
programme undertaken by thp State Bank of India. 
Moreover, the number of nrn- banking sub- treasurl es 
as mentioned in the Appendix rise inci’.id.-o those non- 
banking sub- treasuries which are located at 
district towns and are transacting cash business 
for certain tehsil functi'^ns even though State ; 

Bank of India branches are available at such places. 
Die cash business of such non- banking sub- treasuries 
can be taken over ty th.d existing branches of the 
State Bank of India in the event of; the abolition 
of treasuries., After makj.ng •allowance for this ^ ^ 
number (i.e. the number of non- banking sub- 
treasuries locatf'd at district to''*/ns) from the 
total figure of non-banking sub- treasuries, we find 
th it the numbe r of non- banking sub- treasuries still 
to be converted into banking types is further 
reduced . 



their numbs r is grasiually reiucing wi'th the extension 
of the branches of the State Bank of Iniia to such 
places thereby changing the character of these treas- 
uries from non- banking to banking type. 41sd , the 
number of transactions taking place at such non- 
banking treasuries and sub- treasuries and the volume 
of such transactions ar^ not very big. however, 

do nor propose immediate scraoplng of the rama-nlng 
non- banking treasuries and sub- treasuries which may 
continue transacting cash business for the various drawing 
and disbursing officers stationed in th^ir areas till 

such time as the State Bank of India is in a position 
to extend its branches to such places. Bat, these 
non- banking treasuri ^'s and sub- treasuries may not be 
required to prepare the initial accounts, which 
should become the responsibility of the departmental 
officers; ani arrangements may be worked out whereby 
these treasuries and sub- treasuries discharge only 
their banking functions during the transitional 
period. 

Opportunity was also taken to study the 
feasibility of having only non- banking treasurle s* 

* Here it includes sub- treasuries also. 



in the country so that the money payments ani 
receipts of the Government are hanil'^’ it the 
treasury itself without th^ citizen having tr go to 
another office, namely the tank, for the purpose 
of collecting or lepositine cash. It may be 
state! here that the monetary transactions being 
turned out on behalf of Governm'-nt amount to huge 
sums, the cash pqui-i valent of which at present 
mostly handled by the banks* which have facilities 
for discharging ttiis big responsibility both in 
terms of trained personnel and the necessary 
equipment. Ihe non- banking treasuries which at 
present discharge payments and receipts function 
for the Government and also handle cash for the 
purpose, turn out tut a very samj.! proportion of 
tusiness as compared to the total volume of 
transactions at the treasuries. They have, of 
necessity, to continue with this wo o’k of handling 
cash since no branch of the State Bank of India has 
been established at their locations. However, the 
view expressed to us by a good number of senior 

* Reserve Bank of India, State Bank of India and 
its subsidiary banks,. 
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Fintince Officers favours handing o’ver ths cash work 
of these non-banking treasurlps to the bank if the 
State Bank coul I open its branches at such places* 

This is consider? a more safe also. It may be 
reniarkei ohat in banks the 'cash is placed in the 
care of comparatively high paid officers an i staff 
and th~ ^gsnt in- charge of a branch is also an officer 
of a reasonably hign status. In the event of idle 
banking function reverting to the treasuries, we 
will have to consider the aspect of leaving so much 
cash to the care of relatively lo^^/ paid officials or 
face their agitation for parity with the bank staff in 
the matter of emoluments*. We may also keep in view 


The following are the scales of pay in a District 
treasury of /indhra Pradesh; 


1. District Treasury Officer (Gazetted) 

2. Asstt. Treasury Officer ( ■' ) 

3. Head Accountant (Non- gazetted) 

4. Second accountant ( " ' ) 

5. Treasurer (Non- Gazetted) 

6. Upper Division Accountant ( *’ ) 

7. Lov/er Division Accountant ( ■* ) 

8. Cashier ( ” ) 

The following are the scales^of pay for 
sub- treasury in ^^rlhra Pra.desh; 


5s. 350-750 
5 e. 250-500 
Es. 180-320 
5s. 150- 250 
Ss. 150- 250 
5s. 140-220 
Rs. 80- 150 
5s. 70-100 

the staff in 


a 


1. Sub- treasury Officer (Mon- gazetted) Es. .180- 320 

2. Upper Division Accountant ( '* ) Ps. 140-200 

3. Lower Division Accountant ( ” ) Es. 80-150 

4. Cashier ( ” ) Es. 70-100 


The position regarding the scales of pay for the treasury 
.citaff In other states'is not very much different. 
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ttiG aspsct of sconomy yiile considering the proposal 
of converting all the treasuries ‘.nco non- banking ones. 

In the present set up otien s branch of the Reserve 
B.ank or th'- State B-ank takes up the payn^ent aril 
receipt function for the Government, it manages 
thf= same along with its other banking functions with 
the help of its existing senior supervisory 
and aiministr stive staff an 3 the equipment it possesses. 
In the a?. ternativp ^f converting the treasuries into 
a sort of bank, we would have t^ incur expenditure 
in providing these treasuries ’with the necessary 
senior supervisory an i alministrative- staff and 
the necessary equipment. In our opinion, therefore, 
it woull be more econoraic-il from the national point 
of view if ttie branches of th« Reserve Bank of 
India and the State Bank of India .are utilised 
for transactins the payments and receipts of 
Government.'* At places where there a/^e no bratiches 
of the State Bank in existenc- an3 the treasuries 
are doing the banking vjork, they may however con- 
tinue discharging this fuDcticn till the State 
Bank finds it possible to extend its branch 
network to such place's. 

* The Reserve Bank of India may also evolve some arrange- 
ments v/herety branches of the other nationalised banks 
could be utilised for payments and receipts of Government 
at places where no branch of the State Bank of India is 
functioning. 


Conclusion 


The essence of cur recommen tions is that 
the inconveniences experiencsdb^^ the public as regards 
payments to and receipts from the Government cannot 
ba percep-tibly alleviated unless the intsrven ti-n of 
the treasury is completely done away with. In fact, 
the treasury Ices not perf'^rm any function which 
Cronriot Safely be tr-ansferrel to other agencies. 

Makine the lepartments responsible for payments and 
receipts as well as for the maintenance, compilation 
and use of accounts means separation of -Audit and 
Accounts. It is known -that the internalisation of 
accounting and reporting is also a pre-requisite for 
the intro due ti^-n of Performance Budgeting, From an 
overall point of view, therefore, if the. introduction 
of Performance Eudgeting, separation of ^dudit and 
Accounts, mechanisation or comput'^risation of the 
Central accounting facilities go hand in hand with 
th-^ abolition of the treasury -system the perforaance of 
the administrative departments could be considerably 
improved while at the same time relieving the public 
of most of their inconveniences and botherations with 
regard to the payments to and receipts from the 


Governmen t. 
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S^i^CTION III 

4 SU MMARY OF SilRIY^SIX CjiSI:, STuDIZo 
GQKHJGTED AT W3LV5 TREASUnlSS 

Delhi Treasury 

Tis Hazari (a banking Treasury) 

The citizen v/ho brings a refunl voucher or 
a cheque or a bill from a ieparteent, presents the 
same at the treasury counter where he is given a 
token in lieu thereof ani toll to c't'llect his pay- 
ment after a week from the nearby branch of the 
S t a t e Bank of In 3 i a . He has to p r o du c e i 3 en ti f i - 
cation both at the treasury and later at the bank. 

In the ca3f= of pension payments, the payment is 
male the samp lay the pensioner presents his claim. 

The pensioner gets his payment in cash at the treasury 
if the amount of pension does not exceed fe. 250/- ■, 
otherwise he has to collect his pgy-ient from the 
State Bank of India branch. There is an option given 
to the pensioners to receive their payments of pension 
through money orders at their own cost if the amount 
Involved does not exceed a prescribed limit. 
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as mentioned in th*^ refund voucher, 
Shrt duraj MX therefore had to ^;o 
to Rohtak, the district Heal- cj-uarters 
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duplicate one and the word ‘duplicate 
was not sn written on it by the 
District Excise anl Taxation Officer, 
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be stated that Meorat Treasiiry Is about 
24 kilometers from Faz.algarh (where the 
school is situated) and the Qiaziabad 
subl treasury at a dist-ance of about 
36 kilometr«s from Fa 2 algarh. 
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formXttics m’3L prcx-aires f^r payment are, ty and large 
same as obscrvs'^ at the banking treasuries. 
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